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contract in whole or in part by amend-
ing the notice of termination if it has
been determined in writing that—

(1) Circumstances clearly indicate a
requirement for the terminated items;
and

(2) Reinstatement is advantageous to
the Government.

49.103 Methods of settlement.

Settlement of terminated cost-reim-
bursement contracts and fixed-price
contracts terminated for convenience
may be effected by (a) negotiated
agreement, (b) determination by the
TCO, (c) costing-out under vouchers
using SF 1034, Public Voucher for Pur-
chases and Services Other Than Per-
sonal, for cost-reimbursement con-
tracts (as prescribed in subpart 49.3), or
(d) a combination of these methods.
When possible, the TCO should nego-
tiate a fair and prompt settlement with
the contractor. The TCO shall settle a
settlement proposal by determination
only when it cannot be settled by
agreement.

49.104 Duties of prime contractor after
receipt of notice of termination.

After receipt of the notice of termi-
nation, the contractor shall comply
with the notice and the termination
clause of the contract, except as other-
wise directed by the TCO. The notice
and clause applicable to convenience
terminations generally require that
the contractor—

(a) Stop work immediately on the
terminated portion of the contract and
stop placing subcontracts thereunder;

(b) Terminate all subcontracts relat-
ed to the terminated portion of the
prime contract;

(¢) Immediately advise the TCO of
any special circumstances precluding
the stoppage of work;

(d) Perform the continued portion of
the contract and submit promptly any
request for an equitable adjustment of
price for the continued portion, sup-
ported by evidence of any increase in
the cost, if the termination is partial;

(e) Take necessary or directed action
to protect and preserve property in the
contractor’s possession in which the
Government has or may acquire an in-
terest and, as directed by the TCO, de-
liver the property to the Government;

49.105

(f) Promptly notify the TCO in writ-
ing of any legal proceedings growing
out of any subcontract or other com-
mitment related to the terminated por-
tion of the contract;

(g) Settle outstanding liabilities and
proposals arising out of termination of
subcontracts, obtaining any approvals
or ratifications required by the TCO;

(h) Promptly submit the contractor’s
own settlement proposal, supported by
appropriate schedules; and

(i) Dispose of termination inventory,
as directed or authorized by the TCO.

49.105 Duties of termination contract-
ing officer after issuance of notice
of termination.

(a) Consistent with the termination
clause and the notice of termination,
the TCO shall—

(1) Direct the action required of the
prime contractor;

(2) Examine the settlement proposal
of the prime contractor and, when ap-
propriate, the settlement proposals of
subcontractors;

(3) Promptly negotiate settlement
with the contractor and enter into a
settlement agreement; and

(4) Promptly settle the contractor’s
settlement proposal by determination
for the elements that cannot be agreed
on, if unable to negotiate a complete
settlement.

(b) To expedite settlement, the TCO
may request specially qualified person-
nel to—

(1) Assist in dealings with the con-
tractor;

(2) Advise on legal and contractual
matters;

(3) Conduct accounting reviews and
advise and assist on accounting mat-
ters; and

(4) Perform the following functions
regarding termination inventory (see
subpart 45.6):

(i) Verify its existence.

(ii) Determine qualitative and quan-
titative allocability.

(iii) Make recommendations concern-
ing serviceability.

(iv) Undertake necessary screening
and redistribution.

(v) Assist the contractor in accom-
plishing other disposition.
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